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PERSPECTIVES 


.S. agricultural exports for fiscal year 1990 totaled an estimated 148.5 million 
metric tons, valued at $40 billion. Both numbers were up slightly from 1989. 


In fiscal 1991, (October 1990 through September 1991), both volume and value of 
exports are likely to fall, because of increased world supplies of major commodities, 
according to economist Stephen MacDonald of USDA's Economic Research Service. 


A bumper crop of wheat worldwide should result in lower prices in 1991. U.S. corn 
exports are expected to fall 7 million tons as global trade shrinks and our customers buy 
more feed wheat from our competitors. Higher soybean prices, however, will help offset 
the decreases in grain sales. 


increased 1990 exports of high-value products and cotton offset lower prices for most 
bulk commodities. But much of the reported increase in high-value exports was due to 
corrections of previous underreporting of exports to Canada. This added $1 billion to the 
value of 1990 total U.S. farm exports. Each countrv is now using export statistics based 
on the other country’s imports data—which are more accurate and more complete than 
exports data, MacDonald says. 


U.S. coarse grain exports (mainly corn) in fiscal 1990 were estimated at more than 69 
million tons, the highest level since 1981 and about 9 million tons above the previous 
year. Strong demand sustained prices. Coarse grain export value increased about $800 
million to $8 billion. 


Cotton exports increased about $850 million in fiscal 1990 to an estimated $2.9 billion. 
The increase was attributed to competitive U.S. prices and strong foreign demand 
resulting from reduced supplies in major competing nations including China, Pakistan, 
and the Soviet Union. 


European Community (EC) purchases of U.S. farm products remained about the same, 
at approximately $7 billion for fiscal 1990, sustained primarily by increased buying of 
cotton. Meat exports continue to suffer from the EC’s hormone ban. Exports to China fell 
an estimated 40 percent in fiscal 1990, largely because of lower wheat exports. The U.S. 
market share of China’s wheat imports fell from about 50 percent in 1989 to 25 percent 
in 1990, while Canada and Australia increased their shares. U.S. farm exports to Taiwan 
were estimated at a record $1.8 billion in fiscal 1990. Increasing feed consumption in 
Taiwan's pork and poultry industries has boosted imports. 


Some sales to Iraq were lost during the last two months of the fiscal year after the United 
Nations trade sanctions went into effect. Fiscal 1990 shipments before the sanctions 
totaled about $590 million under USDA's GSM 102 and 103 credit guarantee programs. 
Fiscal 1989 exports to Iraq had totaled a record $790 million. 


The Soviet Union’s purchases of U.S. grain were about the same in 1990 as in 1989. 
Wheat purchases decreased, but corn buying was at a record level. While slower, Soviet 
import demand for grain will remain relatively strong in fiscal 1991, MacDonald says. 
Soviet demand for livestock products continues to outpace supplies. U.S. meat and dairy 
sales to the Soviet Union have been at an all-time high. 


— Jack Harrison 
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Food Marketing System: Huge, Growing, Dynamic by Priscilla Glynn 


Sales by the U.S. food marketing system totaled $694 billion in 1989. Sub- 
stantial changes occurred, including increased concentration and a rise in 

total debt. The system is made up of about 600,000 processing, wholesal- 
ing, retailing and foodservice firms. 


Japanese Investments in U.S. Agriculture Still Minor by Doug Martinez 10 


The Japanese have been increasing their investments in U.S. agriculture 
and agribusiness, and now have holdings valued at several billion dollars. 
But this still gives them only a small portion of the U.S. total. 
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Rice Production Centered in Arkansas 


Rice is a major food for more than half the world’s population, but in this 
country it is popular only on a regional or cultural basis. Six States, led by 
Arkansas, account for all the U.S. commercial production of rice. The 1989 
crop of 154 million cwt was produced on 2.7 million acres. This latest install- 
ment in FARMLINEs series on major crops includes a map pinpointing the 
counties that produce rice. 


Dialing Up Economic Information 


This handy guide provides telephone numbers of key specialists in USDA's 
Economic Research Service and National Agricultural Statistics Service. 
The listings are arranged by subject to help you find the right person to 
answer questions about crops, livestock, farmland prices, trade, and other 
topics. This revised guide is being issued because ERS phone numbers 
have been changed. 





Food Marketing System: 
Huge, Growing, Dynamic 


he U.S. food marketing system—that 

amorphous network of some 600,000 
processing, wholesaling, retailing, and 
foodservice firms that process and distrib- 
ute the Nation’s food supply—underwent 
more big changes in structure, behavior, 
and performance in 1989. 


“The food system's debt rose by nearly $70 
billion from the third quarter of 1988 to the 
fourth quarter of 1989, largely due to lever- 
aged buyouts and mergers,” explains econ- 
omist Anthony Gallo of USDA’s Economic 
Research Service. “Higher interest pay- 
ments on loans decreased the profitability 
of the food processing and retailing sectors. 
However, operating profits before interest 
for processors and retailers rose sharply 
because of lower nonlabor operating costs, 
only minimally higher labor costs, and 
strong economic growth.” 
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Competition is keen for 
shares of the food mar- 
keting dollar. 


Aggregate concentration (the share of out- 
put produced by the largest firms in a par- 
ticular sector) increased in the food 
processing and wholesaling sectors. The 
food system's equity (the value of its com- 
mon stock) reached record high levels. 


Food processors cut down on consumer 
advertising, but apparently kept up promo- 
tional efforts to retain shelf space in retail 
outlets. Competition for shares of the food 
marketing dollar, already keen, intensified 


A 


as more than 12,000 new products were 
introduced. Gallo also points out that in 
1989 the system adopted pesticide residue 
certification programs for the first time. 


Wages and Prices Stable 


Last year, sales in the U.S. food marketing 
system reached roughly $694 billion, 
including $272 billion in retail food sales, 
$235 billion in sales by restaurants and 
institutions, $77 billion in alcoholic bever- 
age sales, and $110 billion in sales of non- 
food items (tobacco, health and beauty 
aids, and household products sold at retail 
food stores). Wage and price stability held 
down costs for the seventh consecutive 
year—iow farm prices and a moderate rise 
in wages held in check increases in the 
prices producers paid for inputs in 1989. 
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For the seventh straight year, labor costs 
constituted ihe major expense for the food 
marketing system. Average hourly earnings 
in food retailing and processing rose 2.5 
percent over 1988. Wages for workers in 
eating and drinking establishments aver- 
aged $4.74 per hour, up 6 percent. 


The food marketing system purchased an 
estimated $105 billion in domestic agricul- 
tural commodities, $20 billion in foreign 
commodities, and $9 billion in seafood 
products. The system then added an esti- 
mated $495 billion in value to these prod- 
ucts. 


Competition Was Stiff in 1989 

The industries making up the U.S. food 
marketing system have traditionally been 
characterized by slow growth, a circum- 
stance that affects how they compete. In 
1989, the system generated an estimated 
9.5 percent of the gross national product, 
down from nearly 12 percent in 1972. The 
dollar value added by the system has 
increased since that time, and a much 
greater portion of the output is now pro- 
duced by far fewer and larger companies. 


Competition in 1989 continued to be brisk 
in all sectors of the food marketing system 
as firms sought to expand their respective 
market shares. “Price competition was evi- 
dent in the fas. food arena, with some res- 
taurant chains offering consumers major 
discounts in what appears to be a seller-sat- 
urated market,” Gallo notes. “Price compe- 
tition was also widespread for such 
products as colas and frozen pizzas.” 
Prices for restaurant meals rose 4.6 per- 
cent, only 0.5 percent more than 1988's 
increase. In contrast, retail prices for food 
purchased in grocery stores climbed 6.5 
percent, compared with 4.3 percent a year 
earlier. 


However, Gallo points out that competition 
based on factors other than price has long 
been a mainstay of brand name products. 
New products were led by beverages, con- 
diments, dairy, and bakery items. A total of 
61,000 new products were introduced 
between 1982 and 1989. But even the larg- 
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Profits Declined in 1989 
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est supermarkets can stock only about 
60,000 items, and industry estimates the 
failure rate for new products varies from 90 
to 99 percent. 


In 1988, food marketing firms spent about 
$11.5 billion on direct consumer advertis- 
ing. Most industry estimates indicate that 
food processors spent roughly twice that 
amount to acquire shelf space in retail food 
stores through trade shows, promotions, 
discounts and allowances, and other incen- 
tives. 


Gallo explains that, after adjusting for infla- 
tion, consumer advertising by the food sys- 
tem apparently declined in 1989. “For the 
first 9 months of the year, total advertising 
rose less than 1 percent, well below the 
6-percent hike in advertising prices,” he 
notes. “The overall decline in these expen- 
ditures would have been much more acute 
except that one category, eating and drink- 
ing establishments, increased their adver- 
tising expenditures by nearly 13 percent.” 
Throughout the economy there has been a 


drop in advertising and some scaling down 
of expenditures necessitated by mergers 
and leveraged buyouts. 


“Food safety remains a consumer concern,” 
states Gallo, “and food marketing firms are 
attempting to find appropriate responses to 
it.” The industry generally is seeking 
stronger Federal—rather than State—food 
safety regulations. Indeed, some firms are 
developing their own pesticide residue test- 
ing and certification programs to supple- 
ment Government approaches to the issue. 


Debt Rose While Profits Fell 

The food marketing system’s performance 
can be measured by debt, profits, capital 
expansion, foreign trade and investment, 
research and development, capacity use, 
and owners’ equity. 


The debt (total liabilities) of U.S. food and 
tobacco processors and retailers surged 
from about $194 billion in the third quarter 
of 1988 to $263 billion in the fourth quarter 
of 1989. “Inflation, several successive 





years of major capital expansion, and nor- 
mal asset growth accounted for a small part 
of the total,” Gallo states, “but the over- 
whelming share of quickly rising liabilities 
can be attributed to the leveraged buyouts 
and mergers of several firms.” (A leveraged 
buyout is the purchase of the common 
stock of a company through debt financing, 
pledging assets of the new company as 
collateral.) 


The equity-to-debt ratio of food processors 
fell from 1.13 in third-quarter 1988 to 0.77 
in fourth-quarter 1989—considerably 
below the 1.36 ratio for all manufacturing 
corporations. The equity-to-debt ratio for 
food retailing slipped from 0.56 to 0.36 dur- 
ing the same period, while the ratio for all 





The Food Marketing System Performed Well for 


Its Owners as of November 1989 


Dow Jones equity index 
(June 30, 1982 = 100) 





600 


Food 


Figures subject to revision. 


retailers was 0.69 in the fourth quarter of 
1989. 


Gallo explains that the after-tax profits of 
food retailers and processors as a portion 
of sales dropped precipitously from those of 
1988. In the case of leveraged buyouts, 
proceeds that ordinarily would have been 
paid out to shareholders as dividends or 
retained were used to meet higher interest 
payments. Food processors’ after-tax prof- 
its amounted to about 4.2 percent of sales 
in 1989, compared with 5.5 percent in 1988. 
Food retailers’ profits slipped to 0.7 percent 
of sales in 1989, compared with 0.9 percent 
a year earlier. 


However, Gallo points out that after-tax 
profits varied widely among the food pro- 
cessing, wholesaling, retailing, and 
foodservice industries, and even more so 
among the individual firms within each of 
these sectors. “Discerning an overall pic- 
ture of the system's profitability is difficult 
because such a substantial portion of food 
sales is controlled by large yet diversified 
food marketing firms,” he notes. 





Capital expenditures by U.S. food proces- 
sors shot up in 1989 for the second year in 
a row—they spent an estimated $9.4 billion 
on new plants and equipment, up roughly 
10 percent from 1988, and started work on 
390 new plant projects. The entire food 
marketing system may have invested $13 
billion in plant and equipment expenditures. 


Although information is not yet available on 
the food marketing system’s use of capacity 
last year, food processing firms used 81 
percent of capacity in 1988 (up from 79 
percent in 1987). The number of retail gro- 
cery stores declined by about 1,000 in 
1988. Roughly 1,300 new fast-food restau- 
rants also opened in that year. 


ERS estimates the food marketing system 
spent about $1.3 billion on research and 
development (R & D) in 1989, more than 60 
percent of which went into processing and 
new products. However, Gallo notes that 
the food and tobacco processing industries 
buy a lot of the R & D they use—particularly 
in the area of technological innovation— 
from other sectors, such as food packaging, 
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computer, and machinery firms. USDA 
spent roughly $311 million on developing 
new products and processes, conducting 
health and nutrition research, expanding 
export markets, and improving market effi- 
ciency in 1988. 


Increases in prices for common stock in the 
food marketing system surpassed those in 
other sectors of the economy. Although the 
system generally has low overall growth, 
the Dow Jones Equity Market Index for all 
companies within it increased threefold 
between 1982 and 1989. Food processors 
showed a sixfold gain, and food retailers 
and wholesalers averaged more than a five- 
fold increase. Beverages and soft drinks 
also outperformed the market. 


The food system’s price/earnings ratio—a 
measure of how investors value the quality 
of an industry’s earnings—was above aver- 
age in both 1988 and 1989. Part of the 
appreciation in the system’s value reflects 
speculation precipitated by leveraged 
buyouts and mergers, many of which have 
proved quite profitable for investors. In addi- 
tion, food processing and retailing profits 
have climbed rapidly in recent years 
(although, as noted earlier, these profits 
were trimmed in 1989 by higher interest 
payments). Finally, although food market- 
ing is a slow-growth industry, its noncyclical 
nature helps to ensure stable growth in 
earnings and income. 


“The international performance of the U.S. 
food marketing system is measured by its 
balance of trade, sales from foreign opera- 
tions, and foreign investment,” notes Gallo. 
The United States is the world’s biggest 
importer and exporter of processed food. In 
1989, the Nation’s processed food trade 
deficit persisted for the eighth consecutive 
year, with about $20.1 billion in imports and 
$17.8 billion in exports. But the trade deficit 
in food and related products declined from 
$2.7 billion to $2.3 billion, due partly to 
heightened export demand. 


Direct foreign investment in the U.S. food 
marketing system reached $24 billion in 
1988, compared with $17 billion in U.S. 
investments in foreign food systems. Ninety 
percent of foreign investment in the Ameri- 


FARMLINE/November 1990 


can system came from the Netherlands, the 
United Kingdom, and other West European 
countries, while about 75 percent of U.S. 
investment abroad went into firms in 
Europe and Canada. 


Foreign firms derived about $2 billion in 
income from their investments in the U.S. 
food system, while U.S. investors in food 
systems abroad earned more than $3 billion 
in 1988. Foreign firms’ food marketing affil- 
iates located in the United States recorded 
sales of $58 billion, while U.S. companies’ 
affiliates overseas had sales of over $74 
billion. Grain mill products and alcoholic 
beverages accounted for 40 percent of for- 
eign firms’ U.S. investments. 


Mergers and Leveraged 

Buyouts Slowed 

Organizational changes within the food 
marketing system include mergers, acqui- 
sitions, divestitures, leveraged buyouts, 
and fluctuations in the number of compa- 
nies and establishments. Restructuring, the 
halimark of the 1980's, was aided by the 
high-risk, high-yield (“junk”) bond market, 
which has weakened in recent months. 


Between 1982 and 1988 (the years for 
which ERS has complete data), the number 
of mergers, divestitures, and leveraged 
buyouts in the food marketing system 
totaled almost 3,400. The food processing 
sector aione experienced over 2,000 such 
transactions. Mergers in the food wholesal- 





Food Marketing Sales Reached 
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$272 bil. (up 39%) 
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Foodservice 
$235 bil. (up 34%) 


Nonfood items 
$110 bil. (up 16%) 


Alcoholic drinks 
$77 bil. (up 11%) 


ing sector totaled almost 400, and those in 
the retailing and foodservice sectors nearly 
500. 


A number of the mergers and leveraged 
buyouts announced in 1988 were com- 
pleted in 1989. Kohiberg, Kravis, Roberts, 
and Co., bought out RJR Nabisco, Inc., for 
nearly $25 billion, exceeding the combined 
value of the five next largest mergers in the 
food marketing system and making it the 
largest in U.S. history. Phillip Morris Com- 
panies, Inc., spent almost $13 billion to 
acquire Kraft, Inc., and food wholesaling 
experienced its largest merger when Flem- 
ing Companies, Inc., purchased Malone 
and Hyde, Inc. In fact, the four biggest 
buyouts in U.S. history occurred in the food 
marketing system during 1988-89. 


Among recorded transactions in food pro- 
cessing in 1988, 22 foreign buyers pur- 
chased U.S. food companies valued at $8.6 
billion, and U.S. food firms bought 14 for- 
eign companies valued at $1.6 billion. 


Preliminary data for 1989 indicate that new 
structural transactions declined substan- 
tially from 1988, both in number and in 


dollar value. This decline in activity is not 
surprising, following as it did 1988’s 573 
announced or completed mergers and lev- 
eraged buyouts worth almost $61 billion, 
the most spectacular level in U.S. history. 
Forty-six of these transactions involved 
more than $100 million each. Of the 573 
mergers and acquisitions, 351 were in the 
food processing sector, 76 in retailing, 75 in 
foodservice, and 71 in wholesaling. 


The record pace of industry restructuring 
throughout the past decade has pared 
down the number of candidates available 
for mergers and leveraged buyouts, Gallo 
says. Even more important, the junk bond 
market weakened dramatically in the final 
months of 1989, limiting a major source of 
financing. In addition, financial institutions 
now seem more reluctant to fund such 
transactions. The Food Institute reports that 
the number of acquisitions fell from 652 in 
1988 to 556 in 1989. 


Restructuring activity in 1989 appeared to 
be concentrated in adjustments made by 
newly leveraged or merged firms. Divesti- 
ture activity (selling a business unit or sub- 
sidiary) in the food marketing system is 
strong, making up nearly 50 percent of all 
acquisitions. In the case of speculative 
buyouts, the firms involved sold a number 
of subsidiaries in the year of closing to help 
finance the deals. RJR Nabisco’s gross 
proceeds from such divestitures (foreign 
and domestic) totaled $5.5 billion in 1989. 


The merger and acquisition transactions of 
1988 and 1989 greatly intensified the major 
firms’ share of output in the food process- 
ing, wholesaling, and foodservice sectors. 
The market share of the top three food 
processing firms climbed from 9.5 percent 
in 1988 to 13 percent in 1989. In contrast, 
the share of output of the three largest food 
retailers has declined. L] 


[Based primarily on information provided by 
economist Anthony E. Gallo of the Com- 
modity Economics Division, Economic 
Research Service.] 
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REPORTS IN THE NEWS 


Monetary Policy 
And Farm Prices 


Monetary policy plays a key role in 
determining interest rates, prices, 
inflation, exchange rates, and eco- 
nomic growth. The higher and 
more volatile inflation and interest 


rates of the past two decades, cou- 


pled with lower real growth, have 
spurred attention toward new 
instruments for formulating and 
implementing monetary policy. 


Primary commodity prices, which 
are sensitive to changes in infla- 
tionary pressures, have been sug- 
gested as possible operating 
targets or information variables for 
monetary policy. Their usefulness 
hinges on identifying relationships 
between key monetary policy vari- 
ables, commodity prices, and the 
general price level. 


This report concludes that informa- 


tion contained in agricultural com- 
modity prices is not likely to be 
useful in improving monetary pol- 
icy. No close, longrun relationship 
exists between agricultural com- 


modity prices and the general 
price level. But nonagricultural pri- 
mary commodity prices were 
closely related to monetary aggre- 
gates and to the general price 
level over the long run. This result 


suggests a possible role for nonag- 


ricultural primary commodity 
prices in monetary policy. 


Movements in agricultural com- 
modity prices do not provide a 
clear signal about changes in the 
general price level, because of 
changes in farm policies and real 
market shocks. Variability in agri- 
cultural commodity prices is 
reduced by government interven- 
tion. 


It would be possible, but difficult, 
to separate the “noise” associated 
with changes in domestic farm pol- 
icy from the movement of agricul- 
tural prices. 


Monetary Policy: The Potential 
Role for Agricultural Commod- 
ity Prices, by John Kitchen, Roger 
Conway, and Michael LeBlanc. 
Published June 1990; 24 pages; 
$8 ($10 to non-U.S. addresses). 


Report Updates 
CRP Statistics 


Approximately 33.9 million acres 
of cropland were enrolled in the 
Conservation Reserve Program 
(CRP) during signup periods 1-9. 
This included 5.3 million acres that 
were first retired from production 
beginning in fiscal year 1989. 


Signup period 4 (February 1987) 
accounted for 9.5 million acres (28 
percent of all acreage enrolled). 
The two signup periods in 1989 
totaled 5.8 million acres (17 per- 
cent). The top 5 States in acres 
enrolled are Texas (3.9 million), 
Nortii Dakota (3.1 million), Kansas 
(2.9 million), Montana (2.7 million), 
and South Dakota (2.1 million) 
The top 5 in rental rates per acre 
are lowa $81, Hawaii $80, Illinois 
$75, Indiana $72, and Wisconsin 
$68. 


This is the third in a series of 
reports summarizing participaiion 
in the CRP, a voluntary, long-term 
cropland retirement program. 
USDA pays CRP participants 














Mail Order Form To: 
ERS-NASS 
P.O. Box 1608 
Rockville, MD 20849-1608 


(farm owners or operators) an 
annual per-acre rent and half the 
cost of establishing a permanent 
land cover (usually grass or trees) 
in exchange for retiring highly erod- 
ible cropland for 10 years. 


This report contains data—on 
State, regional, and national lev- 
els—covering CRP contracts for 
all nine signup periods. (There 
were three signups in 1986, two in 
1987, two in 1988, two in 1989, 
and none in 1990.) The informa- 
tion in the report includes the num- 
ber of contracts, acres enrolled, 
acres with tree plantings, average 
size of participating farms, size of 
fields enrolled, average rental pay- 
ments, average erosion reduc- 
tions, base acreage retired, and 
much additional data based on 
other variables. 


The Conservation Reserve Pro- 
gram: Enrollment Statistics for 
Signup Periods 1-9 and Fiscal 
Year 1989, by C. Tim Osborn, 
Felix Llacuna, and Michael 
Linsenbigler. Published July 1990; 
148 pages; $14 ($17.50 to non- 
U.S. addresses). 
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Rice is grown on 12,000 farms in the United 
States and is the most expensive of the major 
commodities to produce on a per-acre basis. It is 
completely dependent on irrigation and its 
production is highly mechanized. 


Rice is a major food for over half the world's 
population, but is more or less a regionally and 
culturally consumed food in the United States. it's 
mainly consumed by the Spanish, Asians, and 
those from the southern states. Its origin predates 
written history, but rice is thought to have been 
around for at least 3,000 years before the 
Christian era. 


US. rice production is largely confined to 6 
states: Arkansas, Mississippi, Louisiana, Texas, 
California, and Missouri. This has not always 
been the case since rice was first produced in 
the Appalachian and Southeastern states. 


After the Civil War, rice production became more 


of level, fertile, cheap land and not as many trees 
were grown in that region, making it cheaper to 
prepare large fields and less problems with birds. 
Expansion continued into Arkansas and 
eventually into California, Mississippi, and 
Missouri. Recently, rice production has increased 
in Florida. Therefore, the areas that could 
produce cost effectively won out with the help of 
mechanical engineering. 


The six states that produce nearly all of the 
nation’s rice in order of production for 1989 are 
Arkansas, California, Louisiana, Texas, 
Mississippi, and Missouri. Arkansas, which 
produced 63.8 million hundredweight (cwt) in 
1989, accounted for 41 percent of rice 
production, according to economist Janet 
Livezey of USDA's Economic Research Service. 


U.S. rice acreage and production reached new 
highs in 1981. That's when 3.8 million acres were 
planted and harvested, yields were 4,800 pounds 
per acre, and total production was 183 million 
cwt. 


Since then, because of various acreage set- 
asides, production has leveled off, but yields have 
risen. “Recently there has been an easing of 
acreage reduction programs and producers have 
been able to produce more but continue to 
participate in the programs,” says Livezey. 


The Acreage Reduction Program restricted 
acreage to slightly less than 2.4 million in 1986 
and 1987. in 1988 acreage was 2.9 million and 
for in 1989 about 2.7 million acres were planted 
to rice. 


in 1895 rice yields were 1,144 pounds per acre. 
By 1955 yields reached 3,061 pounds. 
Production increases were due primarily to 
increases in yield per acre. In the 1970's acreage 


x States Provide Rice Production 


restrictions previously in effect were lifted and 


acreage went up, increasing by 1.5 million acres 
from 1970 to 1980. 


In 1989 rice production was 154 million cwt, 
about 3 percent less than the 1988 crop. For 
1990, rice production is expected to increase 2.9 
percent to about 159 million cwt, according to 
USDA estimates. 


Three types of rice are produced in the United 
States—iong grain, medium grain, and short 
grain. Long grain accounted for 70.9 percent of 
1989 rice production. Medium grain, which is 
stickier than long grain, accounted for 26.6 
percent, and short grain 2.5 percent. 


Long grain is grown primarily in Arkansas, Texas, 
and Mississippi, while California and Louisiana 
are the leaders in medium grain production. 
California is almost the lone producer of short 
grain, with the exception of minor production in 
Arkansas. 


The three types of rice are not usually 
interchangeable, but processors can use a 
variety of rice grains. Long grain, the most 


processing. Short and medium grain rice are the 
most cost-effective for processors and are used 
in foods such as cereals, baby food, and snack 
food. Other qualities in terms of processing 
characteristics and chemical composition also 
contribute. Beer accounts for about 20 percent of 
rice used domestically. 


For calendar year 1990, the United States 
contributed 20 percent of world trade. Thailand, 
our main competitor, contributed 35 percent and 
Vietnam 11 percent. The United States is known 
as a high quality rice producer, says Livezey. But, 
she continues, rice from Thailand has been 
improving and rice from Vietnam is at a lower 


uality. 
= —Martha R. Evans 


Rice Production by State 





1987 1988 1989 





thousand cwt 

64,735 
29,840 
24,080 
23,280 
13,780 
4,182 
159,897 


Arkansas 53,025 63,840 


California 27,935 32,390 
19,110 


15,871 


21,488 
19,266 


Louisiana 
Texas 
Mississippi 10,098 13,395 
3,564 


129,603 


Missouri 4,108 


U.S. Total 154,487 





Source: National Agricultural Statistics Service, USDA 





U.S. Rice Producing Counties, 15 





@@ less than 1 million cwt 
BH 1 million cwt or more 





U.S. Rice Yields, 1979-90 


Pounds per harvested acre 





1979 80 81 82 83 


*Projected 
Source: National Agricultural Statistics Service, USDA 
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Rice Production, 1950-1990 


Thousand Hundredweight 





- 200 
5,555 5,514 





5,651 S749 5641* 














40 FUP ECT CCE UCU RUVOUUVUSTUCUC TCC VT Teens 


1950 1955 1960 1965 1970 1975 1980 1985 1990* 
83 84 85 86 87 88 89 90* . 


*Projected 
Data provided by National Agricultural Statistics Service, USDA 
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Japanese Investments in 
U.S. Agriculture Still Minor 
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apanese investments in U.S. agriculture 
and allied industries are receiving more 
ttention in the press these days. However, 
while Japanese investment may be impor- 
tant in certain farm commodities or particu- 
lar markets, Japanese holdings comprise 
less than 1 percent of total investment in 
U.S. farmland and agribusiness. 


Historically, Japanese have invested only 
modestly in U.S. agribusiness compared 
with other foreign investors. 


“Even so, Japanese investment in U.S. 
agriculture and agribusiness has grown 
rapidly in the last couple of years,” says 
economist Christine Bolling of USDA's Eco- 
nomic Research Service. “Furthermore, the 
Japanese investment is concentrated in the 
agribusiness sector rather than in U.S. 
farmland.” 


in 1989, it is estimated, Japanese firms 
purchased $456 million worth of U.S. farm- 
land, following $289 million of such pur- 
chases in 1988. Prior to these years, the 
highest single-year Japanese investment in 
U.S. farmland came in 1982, when they 
bought farmland valued at $22 million. 
Overall, nearly $1 billion worth of U.S. farm- 
land—that USDA researchers are aware 
of—has been purchased with Japanese 
money (sometimes in joint ventures with 
American companies). 


Japanese holdings are 
concentrated in the 
agribusiness sector. 


At the same time, they've spent about $5 
billion more to buy (or buy into) U.S. 
agribusinesses. 


The Japanese investment in American agri- 
culture and allied businesses is not the 
largest of any foreign country. That distinc- 
tion is held by the United Kingdom. But it 
appears to be growing more rapidly than 
those of other nations. 


Rising Japanese Investment 

“Japanese investment has risen during the 
1980's because of profitable business 
opportunities in the United States that 
became available to Japanese who had 
capital for foreign investment,” Bolling says. 


In total, the direct Japanese investment in 
U.S. agriculture and allied businesses is 
about $6 billion. But joint ventures with par- 
tial Japanese ownership mask the extent of 
the overall presence. 

























Bolling is not suggesting that the surge of 
Japanese investment will inundate Ameri- 
can agribusiness. 


“The U.S. agribusiness complex is so huge 
that foreign properties are a small part of 
the whole complex,” she says. 


Of the farm enterprises owned by foreign- 
ers, only about 3 percent are Japanese- 
held. 


Among the largest Japanese holdings are 
a 77,000-acre cattle ranch in Montana, a 
25,000-acre citrus grove in Florida, and a 
1,000-acre prune orchard in northern Cali- 
fornia. Japanese investors also have many 
smaller parcels of agricultural land. 


In the area of food processing, Japanese 
investors own the second largest vinegar 
company in the United States, several 
multimillion-dollar food processing plants, 
and acompany controlling 60 percent of the 
Hawaiian bread baking industry. Japanese 
are also involved in the California wine 
industry, the bottled water and soft drink 
industries, the Alaskan fish processing 
industry, textile mills, and the feed additive 
and grain storage business, and they hold 
a majority interest in a large U.S. conve- 
nience store chain (7-Eleven). 






Sprinklers irrigate a field on Montana’s Selkirk Ranch, owned by the Zenchiku Land 
and Livestock Co. of Japan. 
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Food for Japan 

“In some cases, Japanese investments in 
U.S. agribusiness are part of a vertically 
integrated industry, where the products are 
shipped to Japan,” says Bolling. “Such sit- 
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uations have developed in the citrus, prune, 
and beef industries.” 


For example, Japanese investors have not 
only purchased a large cattle ranch in Mon- 
tana. They've also bought feediots and beef 


processing plants in Washington State and 
California. And they have joint-venture 
feedlot operations with U.S. cattle enter- 
prises in nine States. These ranches and 
feedlots are aiming for a specialized part of 





Cattle graze on the Japanese—owned Selkirk Ranch in Montana. 


the Japanese market called “carcass fresh 
chilled extra long fed beef” that is sold at a 
premium price in the Japanese market. 
Altogether, the beef shipments originating 
from these Japanese (and Japanese-U.S. 
joint venture) companies represent about 
15-20 percent of the U.S. beef exports to 
Japan. 


“Japanese investment in U.S. agribusiness 
is part of a global phenomenon of market 
integration,” says Bolling. “It also fits in with 
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Japan's situation in that it is an affluent but 
food-deficit country that sets high stan- 
dards for the food it imports and con- 
sumes.” 


The United States has sought increased 
export earnings from agriculture to detray 
the current trade deficit, she says. “We are 
courting Japan as a market for our agricul- 
tural products, and are pleased that Japan 
has been our largest agricultural market for 
many years.” 


From the U.S. standpoint, there are also 
benefits associated with foreign investment 
in the U.S. food industry. 


Foreign investment has been sought in 
some regions of the United States to 
encourage economic development and 
provide employment opportunities. And the 
downturn in U.S. agriculture in the early 
1980's caused many farmers to sell their 
farms. The presence of Japanese buyers 
provided a source of demand and probably 
moderated the decline in land prices. 


“While some are concerned about increas- 
ing Japanese investment in U.S. agribusi- 
ness, there should be no more concern 
than that over British, Canadian, or other 
foreign investment in the agribusiness sec- 
tor,” says Bolling. 


The Japanese share of total foreign invest- 
ment in U.S. agribusiness is still smaller 
than that of other nations. 


“According to U.S. Department of Com- 
merce statistics, total foreign investment in 
the U.S. agribusiness sector is $30 billion 
(up from $19 billion in 1985) plus another 
$10 billion invested in U.S. agricultural 
land,” says Bolling. “Only a modest part is 
investment by Japanese.” 


FARMLINE/November 1990 








Farmland ownership by Japanese invest- 
ors and Japanese-U.S. joint ventures is 
concentrated in the Western States. The 
United Kingdom has the largest overall 
investment in the United States and some 
other West European companies have 
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been U.S. food industry giants for a long 
time. 


“The presence of other foreign investors is 
not new,” notes Bolling, “but it too has been 
rising rapidly in the last 5 years.” CJ 


[Based primarily on information provided by 
economist Christine Bolling of the Agricul- 
ture and Trade Analysis Division, Economic 
Research Service.] 
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Economic Research Service telephone numbers have changed as of the 
beginning of this month (November 1990). The new numbers are listed in this 
revised telephone guide. You can keep the guide in your files and refer to it 
whenever you need economic information pertaining to agriculture. Listed are 


economists, statisticians, and other specialists of ERS and the National 
Agricultural Statistics Service. Generally, those listed with an “S” for “Statistics 


” 


can give you data on acreage, yield, production, livestock numbers, and stocks. 
Those identified with an “E” for “Economics” can help with supply-demand- 
price questions and other economic issues. The area code for all the numbers 


is 202. 


CROP AND LIVESTOCK SPECIALISTS 


447-3244 
447-6147 
219-0888 


Aquaculture 
Ron Sitzman 
Robin Roark 
Dave Harvey 
Coffee & Tea 
Fred Gray 


Cold Storage 
John Lange 
Cotton 

Roger Latham 
Robert Skinner 
Scott Sanford 


Carolyn Whitton (Worid) 


Dairy Products 
Dan Buckner 
Jim Miller 
Sara Short 


219-0888 


382-9185 


447-5944 
219-0841 
219-0841 
219-0824 


447-4448 
219-0770 
219-0769 


447-7369 
219-0840 
219-0824 
219-0840 


447-7688 
219-0884 


447-8068 
219-0841 
447-2157 
219-0840 
219-0840 


219-0824 


447-7688 
447-5412 
219-0885 
219-0885 
219-0884 


447-7621 
219-0840 


475-4870 


R. Schuchardt—Prices 
Fred Hoff 


Livestock 

Steve Noyes—Cattie 
Ron Gustafson—Cattle 
Doyle Fuchs—Hogs 
Warren Jessee—Hogs 
Linda Simpson—Sheep 
Richard Stillman—Sheep 
Shayle Shagam (World) 
Mink 

Tom Kruchten 


Peanuts 

Roger Latham 

Jim Schaub 

Kathy McKinnell (World) 
Potatoes 

Arvin Budge 

Glenn Zepp 

Catherine Greene 


475-3236 
219-0883 


447-3040 
219-0285 
447-3106 
219-0767 
447-3578 
219-0714 
219-0767 


475-4870 


447-5944 
219-0841 
219-0824 


447-4285 
219-0883 
219-0886 


Poultry—Broilers, Turkeys, Eggs 


Ron Sitzman 

Robin Roark 

Tom Kruchten 

Lee Christensen 
Larry Witucki (World) 
Oilseeds 

Herb Vanderberry 
Roger Hoskin 

Jim Schaub 

Bruce Wendiand 
Kathy McKinnell (World) 


Sugar & Sweeteners 
Darwin Ransom 
Robert Barry 

Peter Buzzanell 


Tobacco 
Darwin Ransom 
Verner Grise 
Tom Capehart 


Vi 

Jim Brewster—Fresh 
Arvin Budge—Processed 
Jim Smith 

Shannon Hamm 

Gary Lucier 

Catherine Greene 


Ss 
Ss 
Ss 
E 
E 


447-3244 
447-6147 
475-4870 
219-0714 
219-0766 


447-9526 
219-0841 
219-0841 
219-0841 
219-0825 


447-7621 
219-0888 
219-0888 


447-7621 
219-0890 
219-0890 


447-7688 
447-4285 
447-5412 
219-0886 
219-0894 
218-0886 


Wool & Mohair 
Bernard McCullough S 447-3578 
John Lawler E 219-0840 


U.S. TRADE & FOREIGN AGRICULTURE 


Africa & Middle East 
Michael Kurtzig 
South Asia 

Rip Landes 

East Asia 

Carol Goodioe 


Canada 
Mark Simone 


219-0680 
219-0664 


219-0610 
219-0610 


China 
Francis Tuan 219-0626 


Developing Economies 
Gene Mathia 

Eastern Europe 
Kenneth Gray 

Robert Koopman 
Nancy Cochrane 


Soviet Union 
Kathryn Zeimetz 


Exports & imports 

Thomas Warden 

Steve Milmoe—Exports 

Steve MacDonaid 
—Statistics 

Karen Ackerman 
—Programs 


Food Aid 
Michael Kurtzig 
Mark Smith 


Latin America 
John Link 


Pacific Rim 
Carol Goodloe 


Trade & Finance Policy 
Steve Magiera 

Jerry Sharples 

Tim Baxter 

David Stallings 

Vernon Roningen 


Western Europe 
Walt Gardiner E 


219-0680 


219-0621 
219-0621 
219-0621 


219-0624 


219-0822 
219-0821 


219-0822 
219-0820 


219-0680 
219-0820 


219-0660 


219-0610 


219-0790 
219-0791 
219-0705 
219-0705 
219-0631 


219-0610 


AGRICULTURAL FINANCES 
Finances 


Agricultural 

Jim Johnson E 
Duane Hacklander E 
Cash Receipts 

Roger Strickland E 
Connie Dixon E 
Costs & Returne 

Mitch Morehart E 
Robert Dismukes E 


219-0800 
219-0798 


219-0804 
219-0804 


219-0801 
219-0801 
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219-0892 
219-0798 
219-0719 


Credit 

Jerry Stam 

Jim Ryan 

Pat Sullivan 
Financial FAarkets 
Pat Sullivan 

Tim Baxter (World) 


Futures Markets 
Richard Heifner 

Ken Nelson—Livestock 
Joe Giauber—Crops 


income 

Diane Bertelsen—Farm 

Roger Strickliand—Farm 

Mary Ahearn—Farm 
Household 


Prices, Parity, & indexes 

John Buche—Received 

Doug Kieweno—Paid 

Robert Milton 

Production Costs 

Doug Kleweno 

Robert Dismukes—Crops 

Jim Miller—Dairy 

Hosein Shapouri 
—Livestock 

Ron Lord—Sweeteners 

Annette Clauson 
—Tobacco 


Subsidies 

Harry Baumes 
Taxes 

Michael Compson 
Ron Durst 

Wages & Labor 
Tom Kurtz Ss 475-3228 
Tom Carlin E 219-0932 


FARMS & LAND 


& Family Farms 
Donn Reimund E 
Farm Numbers 

Dan Ledbury Ss 
Farm Output & Productivity 
Jim Hauver E 
Francis Urban (World) E 
Farm Real Estate 

Roger Hexem E 
Foreign Land Ownership 
Peter DeBraal 

Land Ownership & Tenure 
Gene Wunderlich E 


Land Use Planning 
Ralph Heimlich 


Land Use Statistics 
Arthur Daugherty 


219-0719 
219-0705 


219-0868 
219-0712 
219-0841 


219-0808 
219-0804 


219-0807 


447-5446 
447-4214 
447-3570 


ANN 


447-4214 
219-0801 
219-0770 


219-0770 
219-0888 


mmm mmm 


219-0890 


219-0689 


m 


219-0897 
219-0896 


mm 


219-0523 


475-4790 


219-0433 
219-0717 


219-0419 


219-0425 


219-0425 


219-0420 


219-0424 
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Food Policy 

Dave Smallwood E 
Susan Pollack E 
Paul Westcott E 
Sam Evans E 
Jerry Sharples (Worid) E 


Food Assistance & Nutrition 
Dave Smallwood E 


Food Away From Home 
Charlene Price E 


Food Consumption 
Judy Putnam E 


Food Demand & Expenditures 


Richard Haidacher E 
Dave Stallings (World) E 


Food Manufacturing & Retailing 


Charles Handy E 


219-0864 
219-0689 
219-0840 
219-0840 
219-0632 


219-0864 


219-0866 


219-0870 


219-0870 
219-0705 


219-0866 


Food Prices & Consumer Price index 
E 


Ralph Parlett 
Denis Dunham E 


Food Safety & Quality 
Tanya Roberts 


Food Wholesaling 
Walter Epps 


Marketing Margins & Statistics 
E 


Denis Dunham 

Howard Elitzak E 

Charles Handy E 

Price Spreads 

Larry Duewer E 

Ken Nelson E 

Joan Parrow 
—Fruit/Vegetables E 


RURAL DEVELOPMENT 


Agriculture & Community Linkages 
€ 


Fred Hines 


Business & Industry 
James Miller E 
Shirley Porterfield E 


Community Development 
David Sears E 


Credit & Financial Markets 
Pat Sullivan E 
Jerry Stam 

Emplo 

Leslie Whitener 

Income & Poverty 

Peggy Ross 

Robert Hoppe E 


Labor 
David McGranahan E 


Local Government Finance 
E 


Richard Reeder 


219-0870 
219-0870 


219-0864 


219-0866 


219-0870 
219-0870 
219-0866 


219-0712 
219-0712 


219-0883 


219-0525 


219-0540 
219-0540 


219-0544 


219-0719 
219-0892 


219-0540 


219-0547 
219-0547 


219-0532 


219-0544 


Rural Development 
David McGranahan E 219-0532 
Norman Reid E 219-0520 


OTHER TOPICS 


Agricultural History 
Douglas Bowers E 


Alternative Crops 
Lewrene Glaser E 


219-0787 
219-0888 


Biotechnology 
John McClelland E 
Richard Fallert—Dairy E 


Commodity Programs & Policies 
Sam Evans—Crops E 
Paul Westcott—Crops E 
Richard Fallert—Dairy E 
Karen Ackerman—ExportsE 219-0820 
Praveen Dixit (World) E 219-0632 


Economic Linkages To Agriculture 
William Edmondson E 219-0785 


Energy 

Mohinder Gill E 
Noe! Uri E 
Farm Labor Market 

James Duffield 

Victor Oliveira 

Farm Machinery 

Marlow Vesterby 


Farm Structure 
Donn Reimund E 


Fertilizer 
Harold Taylor E 


Macroeconomic Conditions 
John Kitchen E 
Tim Baxter (World) E 


Natural Resource Policy 
Dave Ervin 
Francis Urban (World) 


Pesticides 
Herman Deivo 


Population 

Calvin Beale 

Charles Goode (World) 
Linda Swanson 


Soil Conservation 
Tim Osborn 


Transportation 
T. Q. Hutchinson 


Water & Irrigation 
Marc Ribaudo 
John Hosieiler 


Water Quality 
Marc Ribaudo 
Steve Crutchfield 


Weather 
Dave Abbe 
Ken Baum 


219-0434 
219-0710 


219-0840 
219-0840 
219-0710 


219-0456 
219-0459 


219-0033 
219-0033 


219-0422 


219-0522 


219-0464 


219-0782 
219-0705 


219-0401 
219-0717 


219-0456 


219-0534 
219-0705 


219-0534 


219-0405 


219-0840 


219-0444 
219-0410 


219-0444 
219-0444 


447-2157 
219-0433 
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FARMLINE TRENDS 


Monthly Price Monitor 


USDA's September 1990 inflation-adjusted 
index of farm prices decreased 2% from 
August but was 3.5% above its year-earlier 
level. The major feed grains declined in 
September. Corn slumped to $2.11 a 
bushel, the lowest since May 1988, while 


wheat slid to $2.79 per bushel, the lowest 
since September 1987. Soybeans were 
down to $5.85 per bushel. Cotton slid to 
69.3¢ per pound. Meanwhile, lettuce 
jumped to $13.00 per carton, the highest 
since January 1988. Amcng meat animals, 


utility cows plunged to $52.50, a drop of $4, 
while Choice steers increased to $77.50. 
Barrows and gilts were up to $58.00, while 


broilers were at their lowest since January 
1988 at 47.5¢ per pound. 
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AGRICULTURAL ROUNDUP 


Annual Outlook Conference To Look at ‘World of Change’ 


Planning for next year might 
turn out to be one of the 
tougher chores farmers face 
this winter. New domestic poli- 
cies for farming and dramatic 
changes abroad are multiply- 
ing the uncertainties that nor- 
mally attend farmers’ planting 
and business decisions. 


From the historic crumbling of 
the Berlin Wall—a symbol of 
Eastern Europe’s opening to 
the West—to the situation in 
the Middle East, the past year 
has produced a series of 
shockwaves bound to be felt 
for some time to come. 


Such key economic factors as 
the state of the economy, fuel 
prices, and U.S. export pros- 
pects could all be affected by 
the outcome of events 
abroad. And farmers must 
pencil in assumptions about 
these economic elements as 
they consider what to do next 


spring. 


Adding to the planning chal- 
lenge, many of the policies 
farmers count on, from the 
Farm Bill to international trad- 
ing rules, are being over- 
hauled this year by the U.S. 
Congress and by GATT nego- 
tiators. In other words, farm- 
ers will be playing by new 


rules that are still being fine- 
tuned and have yet to be tried 
in practice. 


In this climate of question 
marks, USDA is making an 
extra effort to help farmers 
and agribusiness interpret 
what today’s events might 
mean for next year’s outlook. 
As it has for more than 60 
years, USDA will hold its 
annual outlook conference at 
its Washington, D.C., head- 
quarters to discuss farm pros- 
pects. But this year’s 
conference will take on added 
importance. 


Using a theme of “Agriculture 
in a World of Change,” USDA 
plans to devote the first day of 
the conference, Tuesday, 
November 27, to high-level 
briefings on key events likely 
to affect U.S. agriculture. 


To make these briefings 
widely available, they will be 
telecast nationwide on C- 
band satellite. Anyone in the 
continental United States with 
C-band satellite reception will 
be able to tune in. 


The telecast will be on the 
Westar V satellite, transpon- 
der 11X, Channel 22. The 
downlink frequency is 4140 
MHz and the audio frequency 


is 6.2/6.8 MHz. Test and tone 
will start at 10 a.m. EST. For 
technical questions before the 
conference, call (202) 447- 
5368. For technical assis- 
tance during the broadcast, 
call (202) 447-8559. 


Secretary of Agriculture Clay- 
ton Yeutter is scheduled to 
open the high-level briefing 
with a keynote address at 
10:30 a.m. Deputy Secretary 
of State Lawrence S. 
Eagleberger and other top 
U.S. officials will follow, 
explaining how current world 
events and U.S. foreign policy 
are affecting prospects for the 
U.S. economy, farmers and 
consumers, and agricultural 
exports. 


A final panel of experts is 
slated to discuss the ramifica- 
tions of the unification of 
Western Europe (“Europe 
92"), the advent of democ- 
racy in Eastern Europe, and 
the evolving situation in the 
Soviet Union. Several ambas- 
sadors are being invited to 
participate. The broadcast will 
end at 5 p.m. EST. 


On Wednesday, the confer- 
ence turns to the current state 
and 1991 prospects for 
grains, oilseeds, livestock, 


sweeteners, and other com- 
modities—from forest prod- 
ucts to aquaculture and, for 
the first time, greenhouse and 
nursery products. A key 
aspect of these sessions will 
be how the new Farm Bill will 
affect the outlook during its 
first year of operation. 


Other topical—and pressing— 
issues will be examined, rang- 
ing from food prices, labeling, 
and dietary trends, to farm 
credit and changing regula- 
tion of farm chemicals. The 
conference winds up Thurs- 
day with two issues of both 
immediate and long-term sig- 
nificance: the search for solu- 
tions to food safety and 
environmental problems and 
energy issues for agriculture. 


The conference is free, but 
preregistration is advised. For 
details, call (202) 447-3050 or 
write Outlook Conference, 
5143 South Building, USDA, 
Washington, DC 20250-3900. 
News media representatives 
are welcome and preregistra- 
tion for them is also advised. 
Press arrangements may be 
made by contacting Diane 
Decker at (202) 219-0494. 


Audio tapes and proceedings 
of conference sessions will be 
available. To place preconfer- 
ence orders for audio cas- 
sette tapes, call 
1-800-423-2050 (in California 
call 805-295-0504). To order 
conference publications, call 
1-800-999-6779. 





United States 


Department of Agriculture 
Washington, DC 20005-4789 


OFFICIAL BUSINESS 
Penalty for Private Use, $300 


To change your address, send mailing 
abel on this magazine and new address 


to FARMLINE, Rm. 228-USDA, 


1301 New York Ave. NW, 
Washington, DC 200U5-4789 


FRMLNSERIASOOSB 
PROCESSING 
INTL 


SERIAL S 


UNIV MICROFILMS 


300 N ZEEB RD 
ANN ARBOR 





BULK RATE 
POSTAGE & FEES PAID 


U.S. Dept. of Agriculture 
Permit No. G-145 











MAY92 


GS106 


What’s Your Subscription Situation? 
BS ES REE ORD SG aa RAE TR DE ENT a a TE, CERT, 
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ERS-NASS 
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1 Year 
$12.00 
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